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claim to establish that any greater amount 
of tax claimed was actually paid. 

(See 26 U.S.C. 5705) 

[T.D. ATF–80, 46 FR 18310, Mar. 24, 1981, as 
amended by T.D. ATF–232, 51 FR 28083, Aug. 
5, 1986; T.D. ATF–243, 51 FR 43194, Dec. 1, 
1986; T.D. ATF–251, 52 FR 19340, May 22, 1987; 
T.D. ATF–307, 55 FR 52743, Dec. 21, 1990; T.D. 
ATF–424, 64 FR 71932, Dec. 22, 1999; T.D. ATF– 
420, 64 FR 71941, Dec. 22, 1999] 

§ 40.312 Action by the appropriate TTB 
officer. 

Upon receipt of a schedule of tobacco 
products withdrawn from the market, 
the appropriate TTB officer may assign 
a TTB officer to verify the schedule 
and supervise disposition of the to-
bacco products (and destruction of the 
stamps, if any), or he may authorize 
the manufacturer to dispose of the 
products (and destroy the stamps, if 
any) without supervision by so stating 
on the original and one copy of the 
schedule returned to the manufacturer. 

[T.D. 6871, 31 FR 39, Jan. 4, 1966. Redesig-
nated at 40 FR 16835, Apr. 15, 1975, as amend-
ed by T.D. ATF–232, 51 FR 28083, Aug. 5, 1986; 
T.D. ATF–243, 51 FR 43194, Dec. 1, 1986] 

§ 40.313 Disposition of tobacco prod-
ucts and schedule. 

When so authorized, as evidenced by 
the appropriate TTB officer’s state-
ment on the schedule, the manufac-
turer shall dispose of the tobacco prod-
ucts (and destroy the stamps, if any) as 
specified in the schedule. After the 
manufacturer has disposed of the prod-
ucts (and destroyed the stamps, if any), 
he shall execute a certificate on both 
copies of the schedule returned to him 
by the appropriate TTB officer, to show 
the disposition and the date of disposi-
tion of the products (and stamps, if 
any). In connection with a claim for al-
lowance the manufacturer then shall 
return the original of the schedule to 
the appropriate TTB officer who au-
thorized such disposition, who will 
cause such schedule to be associated 
with the claim, Form 2635 (5620.8), filed 
under § 40.282. In connection with a 
claim for credit or refund the manufac-
turer shall attach the original of the 
schedule to his claim for credit, Form 
2635 (5620.8), or claim for refund, Form 
2635 (5620.8), filed under § 40.283. When 
an appropriate TTB officer is assigned 

to verify the schedule and supervise 
disposition of the tobacco products, 
such officer shall, upon completion of 
his assignment, execute a certificate 
on all copies of the schedule to show 
the disposition and the date of disposi-
tion of the products. In connection 
with a claim for allowance the officer 
shall return one copy of the schedule to 
be included in the manufacturers 
records, and in connection with a claim 
for credit or refund, the officer shall re-
turn the original and one copy of the 
schedule to the manufacturer, the 
original of which the manufacturer 
shall attach to the claim, Form 2635 
(5620.8), filed under § 40.283. 

(72 Stat. 1419, as amended; 26 U.S.C. 5705) 

[T.D. 6871, 31 FR 39, Jan. 4, 1966. Redesig-
nated at 40 FR 16835, Apr. 15, 1975, and 
amended by T.D. ATF–232, 51 FR 28083, Aug. 
5, 1986; T.D. ATF–243, 51 FR 43194, Dec. 1, 
1986; T.D. ATF–251, 52 FR 19340, May 22, 1987] 

Subpart J—Suspension and Dis-
continuance of Operations by 
Manufacturers 

§ 40.331 Discontinuance of operations. 
Every manufacturer of tobacco prod-

ucts who desires to discontinue oper-
ations under this part shall dispose of 
all tobacco products on hand, in ac-
cordance with this part, and make a 
concluding inventory and concluding 
report in accordance with the provi-
sions of § 40.201 and § 40.202, respec-
tively. The manufacturer shall sur-
render his permit, with such inventory 
and report, to the appropriate TTB of-
ficer as notice of such discontinuance. 
The appropriate TTB officer may then 
terminate the liability of the surety on 
the bond of the manufacturer. 

(72 Stat. 1422; 26 U.S.C. 5721, 5722) 

[T.D. 6871, 37 FR 40, Jan. 4, 1966. Redesig-
nated at 40 FR 16835, Apr. 15, 1975, and 
amended by T.D. ATF–232, 51 FR 28083, Aug. 
5, 1986; T.D. ATF–243, 51 FR 43194, Dec. 1, 
1986] 

§ 40.332 Suspension and revocation of 
permit. 

Where the appropriate TTB officer 
has reason to believe that a manufac-
turer of tobacco products has not in 
good faith complied with the provisions 
of 26 U.S.C. chapter 52, and regulations 
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thereunder, or with any other provi-
sion of 26 U.S.C. with intent to defraud, 
or has violated any condition of his 
permit, or has failed to disclose any 
material information required or made 
any material false statement in the ap-
plication for the permit, or has failed 
to maintain his premises in such man-
ner as to protect the revenue, the ap-
propriate TTB officer shall issue an 
order, stating the facts charged, citing 
such person to show cause why his per-
mit should not be suspended or re-
voked. Such citation shall be issued 
and opportunity for hearing afforded in 
accordance with part 71 of this chapter, 
which part is applicable to such pro-
ceedings. If the hearing examiner, or 
on appeal, the Administrator, decides 
the permit should be suspended or re-
voked, the appropriate TTB officer 

shall by order give effect to such deci-
sion. 

(Sec. 201, Pub. L. 85–859, 72 Stat. 1421, as 
amended (26 U.S.C. 5713)) 

[26 FR 8174, Aug. 31, 1961. Redesignated at 40 
FR 16835, Apr. 15, 1975, and amended by T.D. 
ATF–48, 44 FR 55855, Sept. 28, 1979; T.D. ATF– 
463, 66 FR 42734, Aug. 15, 2001] 

Subpart K—Manufacture of 
Cigarette Papers and Tubes 

SOURCE: T.D. ATF–384, 61 FR 54085, Oct. 17, 
1996, unless otherwise noted. 

TAXES 

§ 40.351 Cigarette papers. 
Cigarette papers are taxed at the fol-

lowing rates under 26 U.S.C. 5701(c): 

Product 

Tax rate for each 50 papers 1 for 
removals during the years: 

1993 to 
1999 2 

2000 and 
2001 

2002 and 
after 

Cigarette papers up to 61⁄2″ long .................................................................................. $0.0075 $0.0106 $0.0122 
Cigarette papers over 61⁄2″ long ................................................................................... Use rates above, but count each 23⁄4 

inches, or fraction thereof, of the length of 
each as one cigarette paper. 

1 Tax rate for less than 50 papers is the same. The tax is not prorated. 
2 Before January 1, 2000, books or sets containing 25 papers or less were not taxable. On and after January 1, 2000, all ciga-

rette papers are taxable. 

(72 Stat. 1414; 26 U.S.C. 5701) 

[T.D. ATF–420, 64 FR 71941, Dec. 22, 1999] 

§ 40.352 Cigarette tubes. 
Cigarette tubes are taxed at the fol-

lowing rates under 26 U.S.C. 5701(d): 

Product 

Tax rate for each 50 tubes* for removals 
during the years 

1993 to 
1999 

2000 and 
2001 

2002 and 
after 

Cigarette tubes up to 61⁄2″ long .................................................................................... $0.015 $0.0213 $0.0244 
Cigarette tubes over 61⁄2″ long ..................................................................................... Use rates above, but count each 23⁄4 

inches, or fraction thereof, of the length of 
each as one cigarette tube. 

*Tax rate for less than 50 tubes is the same. The tax is not prorated. 

(72 Stat. 1414; 26 U.S.C. 5701) 

[T.D. ATF–420, 64 FR 71941, Dec. 22, 1999] 

§ 40.353 Persons liable for tax. 

The manufacturer of cigarette papers 
and tubes shall be liable for the taxes 
imposed on such articles by 26 U.S.C. 

5701. When a manufacturer of cigarette 
papers and tubes transfers such papers 
and tubes without payment of tax, pur-
suant to 26 U.S.C. 5704 to the bonded 

VerDate Aug<31>2005 09:52 Apr 23, 2008 Jkt 214104 PO 00000 Frm 00054 Fmt 8010 Sfmt 8010 Y:\SGML\214104.XXX 214104rf
re

de
ric

k 
on

 P
R

O
D

1P
C

67
 w

ith
 C

F
R


